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City of

Burlington

March 7, 2006

Dear Mayor Edwards, City Council Members and Citizens of Burlington:

The City of Burlington’s budget for fiscal year 2006-2007 is hereby presented to the City
Council and the citizens of Burlington. The City of Burlington continues to face tough financial
conditions as we attempt to provide municipal services to our citizens. Our tax receipts are
fading and our ending fund balances are disappearing. The continued loss of value due to the
assessment limitation applied to tesidential property and commercial property is troublesome.
Winter heating costs have soared and fuel costs remain high. At the same time, the erosion of the
road use tax fund due to high fuel costs have required us to scale back on street construction
expenditures.

To fully understand the basis for this budget, I feel the need to review the recent tax rates for all
property taxing entities. Below is a chart that reflects the recent combined tax rates. Included in
the county rate is the levy for the county assessor and appraiser.

Tax Rate | Percent of | Tax Rate | Percent of | Tax Rate | Percent of 5
FY 04 | Tax Dollar FY 05 Tax Dollar FY 06 Tax Dollar i
City 13.28 36.6% 14.23 35.6% 14.76 35.5%
School i4.12 38.9% 15.57 38.9% 16.51 40.0%
County 7.67 21.1% 9.03 22.6% 9.12 22.0%
SCC 1.00 E";‘,; 2.8% 0.98 2.4% 0.98 2.3%
Ag, Ext. 15 0.6% 0.17 0.5% 0.17 0.2%
TOTAL $36.22 100% $39.98 100% $41.54 100%

As you can see from the chart above, yes the city has raised their tax rate, but not to the extent
that Burlington Community Schools. Additionally one can see that the city accounts for 35.5% of
your tax dollar, whereby showing the city’s percent of your tax dollar is decreasing as compared
to the other entities.

i . 1
City of Burlington & 400 Washington U Burlington, lowa 52601



This budget reflects well thoughi out, realistic, departmental budget requests and reflects hard
work by the City’s department heads who continue to perform in an outstanding fashion their
function of preparing hold-the-line operating budgets in an attempt to maintain service levels.
The total approved expenditures amount to $32,130,303.

There is likely no greater challenge for city officials than maintaining the direction and health of
the city while suffering significant reductions in resources and rapidly rising expenses. With the
permanent cuts in State distributed revenues to cities coupled with the sluggish economy and a
laggard property tax system, Burlington has faced a difficult financial situation. Therefore, it is
crucial that financial decision-making be strategic measured and consistent with citizen priorities
as well as being sensitive to the overall needs of the community.

Municipal finance is based upon fund accounting. This means that all revenues and expenditures
are classified and assigned to a particular fund for tracking. This segregation of funds provides a
level of accountability to ensure that public funds are expended in an appropriate manner. State
law and general accounting principles create a set of rules and accepted procedures for cities to
follow. General Fund, Special Revenue Funds {(Road Use, Sales Tax), Enterprise Funds
(Garbage, Sewer, Golf, RecPlex), Debt Service Fund, and Capital Project Funds are all examples
of fund-based accounting. These particular fiinds will be reviewed in greater detail later in this

transmittal letter.

The January 1, 2005 property valuation serves as the basis for calculating property taxes in fiscal
year 2007. Since 1978 residential, commercial, industrial and agricultural classifications have
been subject to an assessment limitation order or rollback. That limits annual growth in property
values to four percent. There is a further restriction in that the growth of residential property
cannot exceed that of agricultural property. In essence, the growth of residential property is
capped at 4% or the growth in agricultural value, whichever is less. Since the laws inception,
residential property has always been rolled back to comply with the law. The limitation can also
be applied to industrial and commercial property when necessary. Below is a chart that lists the
rollback figures for fiscal year 2007, as compared to FY 2006 through FY 2002.

ROLLBACK PERCENTAGES FOR FISCAL YEARS 2002-2007

Property Fiscal Year .

‘Category 2006 2005 2004 2003 2002
Residential | 45.9960. | 47.9642 | 484558 | 51.3874 |:51.6676 | 562651
Commercial | 99.1 99.2574 100 97.7701 100
Agricultural | 1€ 1005~ 100 100: | 100
Industrial 100 100 100 100
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As you can see from the chart above, for fiscal year 2006-2007, the rollback percentage for
residential is 45.9960% and commercial is 99.1509%. The rollback percentage for agricultural
and industrial categories will be at 100%. Therefore, after applying the rollback percentages for
all classes of property the total assessed property valuation for this budgst is $546,205,697. This
is a2 $10,727,049 decrease from the current fiscal year valuation.

The Municipal Fire and Police Retirement System of Jowa (MFPRSI) contribution rate for cities
effective July 1, 2006 will be a rate of 27.75% of gross wages. This is a reduction from the
current contribution rate of 28.21%; however becayse of the reduction in property value and an
increase in gross wages, this overall expenditure becomes generally budget neutral.

In this approved budget the gambling proceeds received by the City of Burlington from the
riverboat is being completely allocated to property tax relief. The estimated revenues from the
riverboat gaming proceeds and lease payments are approximately $375,000.

Each year we base the amount of sales tax reventie on an estimated figure received from the
State of Iowa Department of Revenue and Finance. This year the estimated amount fiom sales
tax revenue to be received is $3,200,000. Employee benefit costs of $1,754,000 are being paid
with sales tax revenues resulting in a property tax reduction of $3.08 per $1000 of taxable
valuation. _

The Des Moines County Emergency Management Commission has recommended funding
emergency management operation by a countywide tax levy applied equally to all property
owners, This would be an estimated $.04 tax rate per $1000 valuation imposed by the county
instead of each individual entity imposing a tax levy. Therefore, last years city levy rate of $.057
per $1000 valuation has been dropped from this budget.

The approved tax rate levy of $14.89 represents 2 $0.13 increase over the 2005-2006 adopted
levy of $14.76. High fuel costs along with major increases in gas and electric rates combined
with a decrease in property value due to the roliback of residential and commercial properties
bave required this tax increase. Even with the inclusion of this tax rate increase, we will be
generating $82,685 less in total tax revenue for this budget as compared to the last fiscal year
budget. Despite the $.13 tax rate increase, residential property owners will pay less in city taxes
under this budget as compared to last year’s fiscal budget because of the state imposed rollback.

As you can see from the chart below the tax levy rate for IPERS/FICA and Debt Service have
increased with all other tax rates remaining similar.

The following table depicts the comparison of property tax askings.




PROPERTY TAX ASKINGS

FY 2005-2006 Budget | FY 2006-2007 Budget
Assessed Valuation $556,932,746 $546,205,697
General Fund Levy 8.1000 8.1000
Public Transit Levy 04089 0.4089
Tort Liability Levy 0.4050 0.4130
Library Levy 0.2700 0.2700
Fire & Police Pension 1.5294 1.9671
IPERS & FICA 102983 0.3920
| Health Insurance 0.0000* 0.0000*
| Civic:Center Auditorium 0.1349 0.1350
Debt Service 2.6825 2.7343
Airport Authority ' 0.2000 0.2033
Emergency Levy | 0.2700 | 0.2700
| Emergency Management 0.0570 0.0000
TOTAL $14.7560 | $14.8936
*Emplayee beneﬁi;s' costs of $1,754,000 are being paid with sales tax revenue resulting in a
property tax reduction of $3.0879 per 31,000 valuation.

A frequently asked question is; “How much did the consumerprice index increase,” or ‘what was
the automatic cost of living .adjustment for Social Security? The U.S. Consumer Price Index
(CPY) is a measure of the changes in retail prices of a fixed market grouping of consumer goods
and services. The CPI for all urban consumers (CPI-U not seasonally adjusted) for the 12-month
period ending July 2005 increased by 3.17%. Additionally to. prevent inflation. from eroding
Social Security and Supplemental Security Iucome (SSI) Benefits, an automatic Cost of Living
Adjustment (COLA) is added annually. Social Security benefits increased by 4.1% beginning

_with the December 2005 benefits which were payable in January 2006. Federal SSI payment
levels also increased by 4.1% effective for payments made for January 2006.
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How do the CPI and COLA compare to how much in taxes will a homeowner pay compared to
last year? Taking the actual taxable value of a residential home, times the approved tax rate of
$14.89 per $1,000 valuation, the bottom line for a homeowner is approximately three percent
(3%) DECREASE in city taxes and for a commercial property owner it will be cost neutral.

The following is a summary, by fund, of some of the issues:

GENERAL FTIND:

The General Fund is the chief operating fund of the City. This find supports those operations
most identified with the City, such as Fire, Police, Library and Parks. The largest revenue
deposited to the General Fund is property taxes. However, it also receives all other income that is
not required by law or contractual agreement to be deposited elsewhere. This includes revenues
received from Hotel/Motel Tax, licenses and permits, earnings from investments, charges for
services and intergovernmental revenues.

The approved General Fund budget is pot an exciting one, but I believe it is adequate in
providing basic municipal services to the commumnity. It appears that we are rapidly approaching
the time at which the citizens of Burlington should consider to seck additional revennes sources
for municipal services or whether City operations are to be reduced in scope to adjust to our
existing Tevenue restriction. This problem is somewhat unique to the General Fund becanse of
the property tax and other revenue limitations. Cities may levy up to $8.10 per thousand of the
taxable value on residential commercial and industrial property for their General Fund.
Therefore, the General Fund tax receipts are affected greatly by the $10.7 million dolar current
fiscal year valuation decrease.

In addition to the decrease in valuation, the General Fund revenues have been severely affected
by the permanent cuts in state-shared revenne. This fund is also greatly affected by increasing
gas and eleciric utility costs as well as high fuel prices. On the revenue side of the General Fund,
all non-property tax income sources, such as charges for services, fines and fees have been
looked at as sources of increase revenue for the General Fund.

City Council has had a longstanding goal of looking at all non-property tax sources of income
before recommending tax increases. Therefore, this budget includes a 7% increase in ambulance
fees, a $.50 increase in ambulance loaded mile charge, summer camp fees, rental permit fees,
" building permit fees, plumbing permit fees, mechanical permit fees and bus transit fares. The -
increase in these fees will be brought to the City Council by separate Resolution detailing the;
increase in each fee for required approval.

Each department funded under the General Fund was asked in the beginning preparations to hold
the line on operating budgets as they attempted to maintain existing service levels. Therefore, no
additional major expenditutes have been included in this General Fund. In the preparation of the
General Fund budget we adjusted programs, services and benefits as cost saving measures in
attempt 1o hold the line on operating budgets. The following is a partial list of the cost saving

measures.,




. Negotxauons with Clty employee unions resulied in employee health msurance

concessions.

We eliminated the $50,000 in Couuc.ﬂ Special Projects.

We climinated the $55,000 in Target Neighborhood Programs.

We eliminated $50,000 for Snake Alley limestone curb repairs.

We eliminated the $15,000 sidewalk program.

We moved Downtown Pariners, Inc. funding request of $12,500 to the Tax Increment

Finance Fund.

We eliminated $110,000 for bus replacement.

= Personnel costs were adjusted because of hiring delays, position cuts by attrition and
hiring wage adjustments.

= We are using Hotel/Motel Tax Funds Special Operation ‘Account for riverfront and
Auditorium expenses for riverfront maintenance costs.

®  We reduced and/or eliminated many General Fund capital equipment requests.

As you can see there are a number of issnes and problems that surfaced during the construction
of this budgel: We recognize a lot of cuts and adjustments had fo be made in order to achieve,
believe is a fair level of spending. However, we attempted to minimize the changes to
clivery wherever possible. We recognize that government must become as self-
sufficient 'as- possxble acknowledgng the diminishing role of the State and Federal revenue.
Reducing services and increasing taxes are never popular, but these solutions are necessary to
keep the fiscal health of the community in tact.

In this budget we dre maintaining the funding of the Retired and Senior Volunteer Program from
their Trust Account and not from the General Fund. Also in this budget the finding support for
the: Alcohol and Drug Dependency Services, the YWCA Domestic Shelter, and Young House
Family.Seérvices-will:bethéproceeds received from the Greai Rlver Bndge Run al ng Wlth the
spectal project.ﬁmds ﬁ:om th&Hatel/Motel Ty o s o it e

) Clty of Burlmgton ofﬁclals dld not ask for many of these budget challenges bul: it is up to us to
face it. The quality of the City Council and the City workforce is such that with reasonable
support and understanding from Burlington’s citizens the city’s general financial challenges can
be affectively dealt with. Burlington is a quality community with bright prospects as a place to
live, work, attend to famlly mterests and otherwise enjoy a good quahty of life.

Taking into consideration al! 1fcms dxscussed above the General Fund will close with a smplus

ROAD USE TAX FUND

The Road Use Tax Fund is accumulated from motor vehicle registration fees, motor firel taxes,

an excise tax imposed on the rental of automobiles and the use tax on trailers. Economic
instability and fluctuating fuel costs have resulted in volatility in the Fund over the past couple of
years. While there has been stabilizing in the Fund, we are reminded that the Towa Department of
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COMPARISON OF EXPENDITURES BY FUND

20052006 '2005-2006"" "
T ESTIMATED,': ADOPTED,

General . $ 13,155,878 §$13,707,082 § 13,918,661 $ 13,654,477 § 13,064,555
Road Use Tax s 1,561,086 $ 1,530,783 § 1,051,843 § 1,870,500 § 1,850,686
Debt Senvice ¢ 4805783 § 3,081,624 $ 3,197,539 § 3,197,638 § 3,588,005
Trust & Agency . ¢ 175305 $ 255111 § 125000 § 225 000 § 125,000
Parking $ 73786 § 151,798 § 57,059 § 85,700 % 59,037
Bridoe 8 7278 § 13,102 § 15425 § 13,700 $ 15,426
Sewer $10,285362 § 5454935 § 3,372,646 § 3,434,696 $ 3,377,531
Airport $ 115221 $ 116922 § 115788 § 115029 $ 115,500
Sales Tax § 30000 § 191650 $ 100,000 § 102,000 ] 35,000
Capital Projects % 3753008 $ 4,111,888 § 3,801 806 § 6275738 $ 3,558,000
Tax increment & 54056 $ 103,360 3 130,000 & 175000 § 189,000
Water ¢ 2823873 § 3212040 § 3.1 00,000 § 3,030,000 § 2,800,000
Solid Waste $ 1008674 $ 1,104,576 § 1030,000 § 1,002,000 $ 1,150,864
Golf Course § 490,869 $ 517,682 § 440,799 § 440,400 § 476,528
Hotel/Mote! ¢ 262358 $ 246136 § 182,280 § 164,900 $ 175,440
Vehicle Maintenance® $ 438041 $ 527,014 § 543801 $ 530500 § 565,796
Property Mainfenance™ $ 342815 $ 386004 $§ 350,164 $ 343,000 § 348,847
Equipment Replacement $ - % - % - % - $ -
Insurance Reserve $ 143156 $ 199,110 § 35000 $ 245000 § 130,000
Regcreation $ 103773 § 105,198 § - % - % -

- RecPlex $ 403.‘569 ¢ 414273 $ 406233 § 385000 § 440,283
Downtown SSMID $ 61584 § | 61456 § 64,575 $ 64,500 $ 78,448
TOTAL 39,404,588 § 34,580,545 § 31,855,654 $ 34,501,079 $ 32,130,303
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